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“Wasting at the Bunghole” 


We take up again in this issue “Price-Making in a 
Democracy,” the forthcoming book by Edwin G. Nourse 
of the Brookings Institution to be published by that 
organization, which is appearing chapter by chapter 
in pamphlet form. Attention is given here chiefly to 
Chapter VIII, “Distribution Costs—Wasting at the 
Bunghole.”’* 


In Chapter VI of the study under discussion, Mr. 
Nourse considers the areas of applicability of the “low- 
ptice policy.” Those three words are the key to the 
entire book. The term does not mean “price-cutting” 
in the ordinary sense, nor does it mean “flexibility.” It 
means taking the standpoint of potential consumption 
rather than that of the existing market mechanism and 
the “lowering of prices as a means of disseminating the 
gains of technological and organizational progress.” 
Only as these gains are shared throughout the economy, 
the author holds, can private enterprise sustain and jus- 
tify itself. 

The Distributor’s Function 


The policy is conspicuously applicable in relation to 
‘consumers’ goods”. Here the distributor who considers 
himself the purchasing agent for a large body of con- 
sumers takes on a sort of professional function. Some 
distributors have “become in a sense professional rep- 
tesentatives of the consumer, ranging farther than he 
possibly could in search of the most economical sources 
of supply, better equipped than he to discriminate dif- 
ferences in quality in relation to price and the uses to 
which an article is to be put, and aggressive in using 
the collective bargaining power of a large clientele to 
induce price concessions from the producer or to stir him 
to improvements in manufacturing methods or altera- 
tions in design which will make possible larger consumer 
satisfaction with less outlay.” 

With respect to some types of goods the application of 
“low-price policy” is more difficult but Mr. Nourse calls 
ior a vigorous effort by management to make it work, hold- 
ing that “general efficiency for the economy cannot be 
obtained unless such practices are carried out compre- 
hensively and consistently in all areas.” 

Chapter VII, “Appraising the Responsiveness of Mar- 
ket Demand,” is not summarized here, since it is more 
technical and space is needed for consideration of Chap- 


*The study was financed by the Falk Foundation. The pam- 
phlets may be purchased from the Brookings Institution, 722 Jack- 
son Place, Washington, D. C., at 25 cents each; the entire series, 
with a copy of the book when completed, for $4.00. 
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ter VIII, “Distribution Costs—Wasting at the Bunghole.” 
It starts off with the businessman’s complaint: “How can 
consumer prices be lowered when distribution charges 
are being pushed up all the time?” Three possibilities 
with reference to the manufacturer’s attempt to serve 
the consumer through a low-price policy are patent: 


1. The distributor may himself absorb the gains 
achieved through manufacturing efficiency. 

2. He may pass on these production savings in full 
but their effect may be largely nullified by not being 
matched by distribution savings. 

3. He may team up with the producer in effecting 
economies, with the result that a jointly maintained 
low-price policy is established. 


Where Does Responsibility Lie? 


Now the question arises, who is more conspicuously 
lagging behind in this effort to (shall we say?) socialize 
business enterprise through private management policy 
—the producer or the distributor? “For several decades 
past,” says Mr. Nourse, “there have been recurrent and 
indeed more or less chronic complaints against the high 
cost of distribution and assertions that it absorbs a larger 
and larger percentage of the consumer’s dollar. In a 
certain overall sense, this is unquestionably true. The 
percentage of the working population that is classified 
by the Census or the Bureau of Labor Statistics as en- 
gaged in distribution at successive dates has increased 
considerably. Likewise, imposing arrays of price statis- 
tics can be marshalled from many lines of business to 
show that the farmer, the miner, the original processor, 
or even the final fabricator of manufactured goods each 
gets a smaller percentage of the money paid by the con- 
sumer at the retail counter than was once the case.” 

The proportion of persons engaged in distribution to 
those engaged in production has been increasing and 
proportionately more effort goes into distribution. As 
technological progress frees more and more workers 
from processes of material production, many are left 
stranded. “Such occupational stragglers not swept along 
in the march of industrial progress tend to provide 
employment for themselves in those callings where ‘ease 
of entry’ is greatest. Broadly speaking, the best al- 
ternatives of this group appear to be two in number— 
farming and small merchandising.” Here a “residual call- 
ing” appears. . .. Not to be minimized is the “competition 
of amateur and economically desperate small shopkeepers, 
peddlers, and solicitors” who tend to “reduce the volume 
of business of established distributors, disrupt their ef- 
forts toward large-scale and highly equipped efficiency, 


= 
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and preclude the attainment of lowest unit costs of dis- 
tribution.” But says Mr. Nourse, “of much greater 
significance is the issue as to whether business enter- 
prise in the middle and upper strata of the distributive 
industry has shown aggressive and intelligent leadership 
toward better technique and organization designed to 
lower costs and toward price policies and schedules of 
service charges which will most fully convert operative 
achievements into economic gains for the nation.” 

The author is not in accord with the current tendency 
to put all the blame for high costs on the distributor. 
‘lo be sure, he has plenty to say about the “high cost 
of persuasion.” “What has come to be know as ‘high 
pressure salesmanship’ is an outstanding feature of much 
of the distributive industry and of the marketing phi- 
losophy and selling activities which are retained or have 
been taken over by manufacturers or other producing 
concerns.” Lut he adds that “in a very large propor- 
tion of cases, it is not possible’ for the manufacturer to 
say: ‘l introduce the economies and produce the cost 
situations which are favorable to price lowering, but 
someone else—the distributor—nullifies these savings, 
dissipates or reverses these favorable conditions.’ In 
the nature of the case, the manufacturer himself normal- 
ly acts as his own primary distributor—that is, whole- 
saler. . . . He frequently goes farther than this and may 
handle distribution clear through to the retail consumer. 
But even where he does not himself actually conduct 
the operations, his control of price schedules, commis- 
sions, discounts, advertising allowances, free deals, and 
other promotional devices makes him in most cases an 
active partner in marketing. Whereas the distributor 
as such must bear major responsibility for the ineffi- 
ciencics and wastes in the physical process of marketing, 
it seems at least probable that the manufacturer himself 
must bear major responsibility for the undue burden 
of selling efforts and selling costs.” 


High Pressure Salesmanship 


What is the purpose of high pressure salesmanship? 
“To a very limited extent, these activities are designed 
to quicken the appetite or acquisitive desire of consumers 
to the point where they will work harder in order to 
enlarge their incomes so that they may purchase the of- 
fered goods. To a somewhat larger extent probably, the 
purpose is to cause people to spend freely such income 
as they have rather than hoard or invest it. But by all 
odds the major emphasis in selling effort is on chan- 
neling as large a flow as possible from the general income 
stream toward the purchase of a particular kind of 
product from a particular merchant or producer-distribu- 
tor within a given time period. This effort, therefore, 
must be directed toward creating some distinctive and 
appealing differentiation in each kind of manufactured 
article” or in the way in which it is offered to the public. 

“In all this, it is evident that there are characteristic 
differences between what private business enterprise has 
been accomplishing in the field of physical production 
and what it has developed in the field of market distri- 
bution. In manufacturing, the basic trend has been to- 
ward simplification, standardization, and produc- 
tion. In contrast with this mechanical, impersonal, or 
even depersonalizing influence, merchandising has a 
strong tendency toward the individual appeal, the dif- 
ferentiated product, the personalization of manufacturer 
and distributor as well as purchaser. The play of be- 
havior patterns—either making or breaking ‘consumer 


habits’ and the manipulation of individual psychologig, 
—claims attention and pyramids expense.” 

Thus comes about the anomaly, “saving at the spigot’ 
and “wasting at the bunghole.” Credit is given fo, 
serious efforts to curb this waste. The “selt-service’ 
idea in chain groceries, for example, shows real insight 
into consumer psychology. Yet it “does nothing basic 
toward limiting the cfiort of rival sellers or rival pro. 
ducers toward persuading the general public of the de. 
sirability of their merchandise or of its superiority tp 
that being offered by others.” “Elaborate packaging,” 
“personal service to the purchaser,” and advertising al 
have elements of utility and economic justification. By 
advertising may be “manipulative” as well as “informa. 
tive.” On the whole, “it is quite obvious that the ord. 
nary process of competition between individual firms may 
cause these useiul services to degenerate into the recom- 
mendation of poorer or less suitable product, over-sell- 
ing the prospect on quantity, or maintaining an unduly 
large staff of service men to make unnecessary calls on 
the company’s clientele.” 

In a footnote Mr. Nourse quotes from his earlier work, 
clmerica’s Capacity to Produce: “Up to a point the 
addition of such services does undoubtedly give the buyer 
an economic utility and thus adds to the product which 
should be credited to the group rendering the service, 
Nevertheless it is obvious that the process of giving the 
potential purchaser educational service as to the technical 
or artistic merits of goods, figuring with him as to the 
economies to be made by purchasing particular pieces 
of equipment, driving him about on inspection trips, 
consuming his time with demonstrations, plying him 
with personal visits or perpetually interrupting his work 
with telephone calis, congesting his mail with circulars 
and littering his desk with blotters and calendars may 
come to the point where the alleged ‘service’ of a high- 
pressure system of salesmanship may actually result in 
dis-service to buyers as a whole.” 

In a word, while the legitimacy of publicity campaigns 
and a certain amount of “good will” advertising explain- 
ing a company’s policies and public services is recognized, 
it is pointed out that these activities may involve “ap- 
peals to ignorance or prejudice and resort to vulgar and 
futile ‘puffing’ of every company against its rivals with- 
out rendering the public any service or gaining any at- 
ditional patronage for the commodity as a whole nor 
any appreciable shift amongst the several companies.” 
Thus the effort to persuade consumers may come to 
mean “selling them brands and packages instead of con- 
tents; radio programs’ instead of food, clothes, and house 
furnishings.” 


Who Pays? 


Again, in a footnote (and a footnote is likely to be 
the repository of some of the author’s meatiest remarks) 
we find a bit of documentation, with commentary: “It 
is reported that in the midst of the recent depression, 
one of the directors of a California oil company  chal- 
lenged its president to show why they continued to 
sponsor a broadcast of symphonic music. To his pro- 
test that “You don’t sell gas and oil that way,’ the presi- 
dent replied chidingly that that constituted the company’s 
‘contribution to the cultural life of California.” Whether 
this contribution was paid for by stockholders in lowered 
dividends or by drivers of trucks and jalopies in higher 
mileage costs, would be a matter difficult of statistical 
determination, ... It is at least arguable that it is sounder 
economic policy to have each product or service sub- 
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jected to the test of market reaction rather than to have 
earnings distributed or charges imposed so that a 
corporate executive may subsidize the distribution of a 
product which he happens to like” to a consuming group 
very diflerent from that which bears the cost. 


The Cooperative Movement 


Many readers of this Service are deeply interested 
in the cooperative movement. ‘There will be difference 
of opinion concerning the author’s expressed judgment 
here but it is important to note his slant on the matter, 
in the perspective of his study, once more given in a 
footnote: “The consumers’ cooperative movement has 
made an attack on this problem from the buyers’ end, 
in despair that it would be adequately dealt with from 
the producer end. The economic philosophy of con- 
sumer cooperation is in essence: ‘Our wants are already 
awakened. We know both the quantities and the quali- 
ties of goods we desire, and we want them physically 
distributed to us with the minimum of service cost. To 
have this done, we must organize and conduct the busi- 
ness ourselves.’ In the case of highly standardized farm 
supplies such as fertilizers, mill feeds, and seeds, where 
farmers can take car-door delivery in bulk or where 
only very simple store service is called for, notable eco- 
nomies have been effected and very prosperous and 
stable agencies established. Such are the Grange League 
Federation Exchange in New York and Pennsylvania, 
the Eastern States Exchange in New England, and 
others in the Mid-West and South. An estimated total 
of $375,000,000 worth of goods was handled by farmers’ 
buyers cooperatives in 1940. . . . Some success has also 
been attained in handling shelf groceries, staple clothing, 
and standardized household supplies through both rural 
and city stores. But the further one goes toward style 
goods and other differentiated products the greater do 
the hazards of cooperative enterprise become. With the 
financial and personnel barriers to entry into these lines 
of business and the degree of efficiency and price com- 
petition now attained by chain stores, mail order houses 
and the like, and the temperament of our people being 
what it is, it does not seem likely that cooperative dis- 
tribution will attain more that ‘yard stick’ proportions.” 


The whole case is summed up by allusion to Aesop’s 
fable of the traveler’s cloak. “The North Wind and the Sun 
entered into a wager as to which could first get the cloak 
off. The more the wind tugged at the cloak, the more 
violent its assault, the less could the traveller dispense 
with it, the more tightly did he clutch it to him. Then 
came the sun, smiling upon the traveller, warming his 
blood, relaxing his resistance until, of his own volition, 
he laid his cloak aside. . . . The warming sun of lower 
prices is a more effective approach than the stormy 
methods of ‘aggressive’-—and_ cost-increasing—salesman- 
ship.” 


Minister Meets Social Worker 


The Editor recalls that Mary Richmond, revered by 
all social workers, some years before her death expressed 
to him two regrets. One was that when she was writing 
Social Diagnosis she could find so little data showing 
constructive case work done under church auspices. The 
other was that an effort the Editor had made to explore 
common ground between ministers and social case 
workers by means of conference had not been persisted 
in despite the lack of enthusiasm on the part of the case 
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workers. Out in Hawaii, the forthcoming November 
issue of the Survey Mid-Mounthly records, a more suc- 
cessful effort has been made to secure a mecting of minds 
between the two groups. The story is told under the 
caption “Religion as a Resource in Social Work’ by 
Margaret M. L. Catton, director of social service in 
Queens Hospital, Honolulu. 

It all started, apparently, in a conversation which oc- 
curred two years ago between a minister and a social 
worker in which the former complained of the secuiar- 
mindedness of the social workers, while the latter con- 
firmed this, but explained that many of her colleagues 
found case work itself a “satisiying means for human 
adjustment” and felt no need of religion. 

A meeting was arranged at which the president of a 
theological seminary addressed a_ surprisingly large 
group of social workers who were first bored and then 
intrigued. What got them was the speaker’s remark: 
“Many people say religion is an escape. If it is, | am 
not atraid of escapes; sO may great music, great art be 
escapes and no one would say they are valueless or 
harmful.” The discussion, during which much was got 
off many chests, precipitated plans for a round table on 
Religion as a Resource in Social Work to be held at the 
next session of the ‘Territorial Conference of Social 
Work. Out of that, in turn, came a series of monthly 
meetings of social workers addressed successively by 
ministers of different Christian denominations and a 
Buddhist. (There are many Buddhists in Hawaii.) 

Finally, a seminar was formed—in spite of the shock 
of “Pearl Harbor”—consisting of seven social workers 
and seven clergymen, the latter including a Roman 
Catholic, an Episcopalian, a Mormon, a Hebrew, a Meth- 
odist and two Congregationalists. 

“The majority of the clergymen felt that ordination 
conferred ‘authority’ upon them and that moral force is 
a necessary means to restraint. The social workers 
countered with the fact that only as a client can accept 
change, is treatment effectual. Both groups believed in 
authority as derived from education, experience and 
agency function, the churchmen adding the authority 
of being set apart by the spirit of God for a special mis- 
sion. Later, when the ministers talked of their function 
of counseling we felt they had been impressed by the 
case work concept of personal freedom; on the other 
hand, we social workers discussed an active case” in which 
the authority of the Church brought together three 
adulis, parted by a family quarrel, whose joint thinking 
was needed to plan for a sick mother. 

“Adjustment was another term regarding which there 
was agreement up to a point, with religion again going 
further. Known to all is the frustrated individual who 
seeks a ‘way out’ through phantasy or suicide. In Chris- 
tianity, pointed out one of the clergy, frustration may 
be adjusted on a constructive level of renunciation, and 
he cited Christ in the wilderness and men entering the 
priesthood as celibates, to illustrate his point. 

“Guilt feeling and sin came up for comparison, and 
ideas again diverged with the plus to religion. Sin, long 
outmoded by social workers, was frequently mentioned by 
the ministers. Few social workers like the moral con- 
notation of the word. In the seminar some of us, at least, 
came to feel that from the point of view of wholesome 
inhibition ‘sin’ has value because it brings in the concept 
of prevention whereas ‘guilt feeling’ connotes something 
already thought of, planned or effected. ... 

“Tt was comparatively easy to describe the processes 
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of case work. The methodology of religion, on the other 
hand, seemed nebulous. In the group were Jew and 
Christian, and ministers of widely divergent thought— 
a representative of the most dogmatic theology and an- 
other of the most liberal doctrine. It was the Roman 
Catholic who volunteered to synthesize religious princi- 
ples, applied to personal problems. . . . He made us feel 
religion as a dynamic force, even though one social worker 
said that belief in a future life was all nonsense, and an- 
other that the Church’s attitude toward divorce makes 
God responsible for ‘an awful lot of mischief.’ .. . 

“The ‘gap’ mentioned in the beginning of our delibera- 
tions appeared again and again. It began to close how- 
ever when we discovered that, being complementary one 
to the other, there is no cleft between religion and social 
work as such,, though there is between clergymen and so- 
cial workers. One reason for this, the social workers 
said, is their fear that if called to see clients, ministers 
would ‘mess up things.’ No doubt the feeling is mutual. 
We do not hesitate to call the doctor or lawyer—why do 
we feel so insecure about the minister? Perhaps, it was 
suggested, it is because these other professions have a 
concrete methodology that gets visible results, while re- 
ligion cannot be measured by any such yardstick. 

“Time and again we seemed to approach a unification 
of ideas only to separate. Said the minister who helped 
to set up the seminar: ‘I have felt for some time that we 
were on the fringe of certain great basic concepts. .. . 
Most of our differences have been the result of the basic 
differences in our doctrine of man and our doctrine of 
God. .. . It has been my impression that most of the so- 
cial workers have a doctrine of man which is essentially 
humanistic, whereas the ministers have a doctrine of man 
which is based on the doctrine of God. One result is that 
the social worker is pragmatic and tentative in his case 
work, whereas the minister is more definite and authori- 
tative in his technique.’ .. . 


“. .. We ourselves felt as though we had had an intel- 
lectual feast, but if we were to make religion a resource 
in social work or case work a resource to religion, we had 
to continue to close the gap between ministers and social 
workers. Without premeditation we had collaborated in 
four cases during the course of the meetings. We now 
felt we should go further. We decided ... to recess for 
the summer ‘and in the fall to reconvene as a clinic group.” 


What Can I Do? 
The U. S. Office of Civilian Defense, Washington, 


gives many answers to the recurring question, What can 
I do? in a pamphlet under this title. The subtitle is “The 
Citizen’s Handbook for War.” The opening chapter is 
entitled “What Everybody Can Do—Everywhere.” The 
second is on “The Civilian Services: What They Are.” 
Then follow numerous suggestions for persons in indus- 
try, trade, business, the professions and on the farm. An- 
other chapter is entitled “Specific Jobs for Women,” and 
the final one is for boys and girls. An appendix describes 
the civilian protection jobs in the U. S. Citizens’ Defense 
Corps and lists information about the types of training 
available and the length of the various courses. An in- 
teresting bibliography draws upon the publications of 
about 15 other government agencies. The booklet is well 
illustrated. 


A related publication that should be of special interest 
to many professional people in the United States and of- 
ficers of numerous voluntary organizations is entitled 


Handbook for the United States Citizens Service Corps . 
also published by the Office of Civilian Defense. 

The U. S. Citizens Service Corps is described as “ay 
army of unpaid civilian workers, mobilized to do the many 
civilian war jobs that must be done to keep the home front 
strong.” It thus supplements the Citizens Defense Corps, 
which comprises “a force trained in protection against 
enemy air attack.” The Citizens Service Corps is charged 
primarily “with responsibility of leading the fight against 
inefficiency, insecurity and poor health within the com. 
munity.” 

The following explanatory paragraphs are taken from 
the introduction: 

“Who May Join? Anyone may join provided he js 
willing to give his spare time to volunteer war work on the 
home front. All persons in the United States, its terri- 
tories and possessions, without distinction as to race, 
color, sex, or religion, are eligible for membership, once 
they have fulfilled the requirements. Many of the volun. 
teers will be eligible to membership because of their sery- 
ice in established agencies engaged in activities important 
to the war effort. It is the policy of the Citizens Service 
Corps to encourage to the fullest extent the work of estab- 
lished agencies. For existing volunteer groups working 
with such agencies, membership in the Citizens Service 
Corps is a recognition of the service which they are already 
rendering. In addition, just as the Citizens Defense Corps 
includes new protective services as needed, the Citizens 
Service Corps may include volunteers organized directly 
under committees of the local Defense Council when new 
activities are required which cannot satisfactorily be per- 
formed through existing agencies. 

“How To Join. Persons sixteen or over may register 
with the Volunteer Office of their local Defense Council 
or, if a Volunteer Office has not yet been established, 
with the Defense Council directly. Boys and girls under 
sixteen should inquire of their teachers or club leaders 
how they may join the Service Corps. 

“The local Defense Council, through its Service Corps 
executive, has the power to decide who should be ad- 
mitted to the Service Corps in its community. Not all 
communities will need the same services; therefore, not 
all Councils will demand exactly the same qualifications.” 


Child Welfare Measure in Congress 


President Roosevelt has requested Congress to make 
an additional appropriation of $7,500,000 to enable the 
U. S. Children’s Bureau to send special personnel into 
the defense communities where child welfare workers 
are urgently needed. This has the support of the Child 
Welfare League of America, the National Consumers’ 
League and state departments of welfare. Nonetheless, 
it seems that action will not be taken during this Congress 
unless the House Ways and Means Committee is per- 
suaded that public opinion in general is behind H. R. 
7503 which would amend the Social Security Act to pro- 
vide for the appropriation. The Social Security Act will, 
it is expected, be revised during the next session of Con- 
gress. This particular section is not in dispute. If, how- 
ever, the appropriation is not made now, it will probably 
be delayed until the Act as a whole is voted on—which 
may mean some months. But the need for the workers 
is grave in certain areas. (See INFORMATION SERVICE of 
June 27 and October 24). The Consumers’ League and 
the Child Welfare League are urging interested persons 
to write to members of the House Wavs and Means Com- 
mittee advocating immediate action. 
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